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FCC INTERROGATORY NO. 21 

21. Paragraph 11 ofAttachment 2 to the Valente i3 West Declaration indicates that 
Nextel is working to ensure that its existing iDEN voice and data services can be 
integrated with an IP-based application such as Qchat 

a. Provide a summary of the key technologies tested and the test results 
which will “ensure that existing iDEN voice and data services andpush- 
to-talk features can be easily integrated with all future IP-based services. ’’ 

Provide a description of the QChat technology and its system 
requirements. 

Provide the latest comparative analysis on technical performance metrics 
for all&nctionalities andfeatures between Nextel’s Direct Connect, 
QChat, and similar PiTproducts provided by Sprint PCS, Verizon 
Wireless, ANTel, and Southern Link Wireless, and other wireless telephony 
providers. Include core network and handset effects, assumptions, test 
condition, methodology, andfinal reports. Also, include, if available, any 
quality perception test results conducted by expert users. Include 
supporting documentation as appropriate. 

Describe the specijk network and hanaket features that are required to 
support the QChatproduct. What are the specific I x  EV-DO Rev. A 
attributes that support such features? 

On whatplatform is Ready Link built? 

b. 

e. 

d 

e. 

Response: 

REDACTED IN FULL 
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FCC INTERROGATORY NO. 22 

22. The Montagner & Nielsen Declaration sets out the $12.1 billion net present value 
synergy estimate using an initial breakdown into accounting categories: for 
example, capital expenses; operating expenses; and selling, general and 
administrative expenses. Provide a summary breakdown of the $12.1 billion 
estimate that is instead organized into the major steps that are contemplated upon 
merger that will enable cost savings or otherwise create value. These categories 
would include, for  example: avoiding Nextel costs of developing and building a 
next generation system: savings resultingpom the ability to share cell sites; value 
created by a interoperable and expanded PTTsystems; and the synergies 
resulting from a broader deployment of IxEV-DO Rev. A. Within each of these 
categories, combine the capital expense, operational expense, and other costs and 
ofsets as appropriate. 

r 

Response: 

As explained in the Montagner-Nielsen Declaration, Sprint and Nextel have 
estimated that, after accounting for the costs of integrating the two companies as well as 
other merger-related costs, the Sprint-Nextel merger will result in total net synergies of 
approximately $12.1 billion on an after tax, net present value (“NPV”) basis (inclusive of 
terminal value).’ The major steps to achieve these synergies include: r 

1. Avoiding Costs of Developing and Building a Duplicate Next 
Generation Network 

I 2. Savings Resulting from the Ability to Share Cell Sites I =  
3. Synergies Resulting kom a Broader Deployment of CDMA 

and Expanded Push-to-Talk Systems 

See Montagner-Nielsen 7 5 .  The Sprint and Nextel merger integration teams have identified 1 

additional merger synergies that may increase the total. These additional synergies have not at this time, 
however, been fully reviewed and verified by all necessary decision-makers. Accordingly, Nextel relies on 
the $12.1 billion official, publicly-announced synergy projection for purposes of prosecuting this merger 
approval application. 

1 l . l x  after-tax cash flow multiple which is derived using the formula (l/(w-g)), where w = the discount 
rate noted above and g = the growth in perpetuity (assumed to be 2%). 

Assumes an 11% discount rate and a 39% income tax rate. The terminal value is based on an 2 r 
REDACTED - FOR PUBLIC INSPECTION 
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4. Synergies Resulting from Incremental Revenue and 
Subscriber Opportunities 

m 
I 5. Synergies Resulting from Operating Efficiencies I = I  

I I 6. Other Integration Costs 

Avoidin Costs of Developing and Building a Duplicate Next Generation 
million NPV). These savings result from the elimination of the cost of Network ($ 

constructing Nextel’s future stand-alone broadband data network, net of the increased 
cost for the CDMA DO network to carry Nextel’s planned broadband data usage. The 
synergies in this area result from the need to build only one broadband data network for 
Sprint Nextel, as opposed to a separate broadband data network for each company 
standing on its own. 

Savings Resulting from the Ability to Share Cell Sites (%= million NPV). 
As explained in the Montagner and Nielsen Declaration, Sprint and Nextel anticipate that 
the merged company will realize substantial savings from the ability to collocate a 
number of Sprint’s existing and planned future cell sites in existing Nextel shelters. 
Those savings together with the savings from lower recurring site rental expenses are 
estimated to total $=million NPV. 

Push-to-Talk Systems (% le million NPV). These estimated synergies consist of two 
principal components: savings attributable to reduced iDEN capital expenditures and 
anticipated revenue increases due to improved service quality and lowered chum.’ These 
savings then must be offset by the capital investments and operating expenses necessary 
to expand CDMA coverage and to develop and enhance the interoperability of the 
merged company’s expanded push-to-talk feature. The net synergy is estimated to be 
$= million NPV. 

r 

Synergies Resultin from a Broader Deployment of CDMA and Expanded 

Synergies Resulting from Incremental Revenue and Subscriber 
Opportunities ( - $ 
of three principal components. First, the merger will strengthen the ability of the 
combined company to market Sprint’s long-distance wireline product portfolio to the 
existing Nextel subscriber base. Second, service coverage and quality improvements 
produced by the merger will reduce the combined company’s monthly churn rate! Third, 

million NPV). The synergies attributable to this category consist 

Savings due to improved service quality and lowered churn are divided between the major steps of 3 

“Synergies Resulting from a Broader Deployment of CDMA and Expanded Push-to-Talk Systems” and 
“Synergies Resulting from Incremental Revenue and Subscriber Opportnnities.” r 

See supra note 3 4 
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after the merger closes, customers will have additional calling plan choices that are more 
favorable - in terms of value, quality andor features - than would be available from 
either company absent the merger. 

(- 

Synergies Resulting from Operating Efficiencies (m million NPV). These 
synergies are expected to result from a number of different operating expense categories, 
including inter alia selection and adoption of best practices and systems from each 
company with respect to ?‘ and billing and customer care, a reduction of duplicate 
overhead structures across all General & Administrative (“G&A”) functions, the 
implementation of best practices for credit and collections, and the migration to one 
common financial system platform. After closing, the combined company plans to focus 
on reducing duplicative retail points of presence and aligning sales and sales management 
organizations, while preserving the ability of the merged entity to continue to attract high 
value subscribers. Sprint and Nextel also expect that the new organization will be able to 
take advantage of higher volume discounts in the purchasing of handsets, warehousing 
facilities and procedures, and product distribution. These combined savings are 
estimated to total $=million NPV. 

Other Integration Costs ( - million NPV). Sprint Nextel will incur 
significant expenses associated with the process of integrating the Sprint and Nextel 
organizations, facilities, networks, and re-branding the company’s products. 
Expenditures will also be incurred for employee retention and severance and 
contract‘lease terminations. F 

t 
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FCC INTERROGATORY NO. 23 

23. 
identified in Attachment 1 to Attachment E as having an incremental MHz Pops 
Diflerential of greater than I Opercentage points. 

Provide the following information and documents for each of the seventeen BTAs 

a. A list containing the call sign, licensee name, transmitter location, and 
frequencies @y channel numbers) of each license that is considered either 
“Nextel Owned,” or “Nextel Leased” within the meaning of Attachment 1 
to Attachment E. 

For each “Nextel Leased” station, a copy of the lease that is currently in 
effect. 

b. 

Response: 

Two Microsoft Excel spreadsheets are attached that identify Nextel’s licenses and 
leases in those markets with an incremental MHz-pops differential of greater than 10 percentage 
points. See Appendix 23-A, List of Nextel Leased and Owned Licenses for the 17 
Markets (electronic version); Appendix 23-B, Nextel Leases (provided in separate 
Volumes 1-3). 

r The first spreadsheet shows Basic Trading Area (BTA) licenses. Each tab shows 
a different BTAicall sign. When information is provided, “Nextel Spectrum Corp” is the 
BTA licensee; when information is not provided, Nextel is not the BTA licensee. The 
column WS-N shows the population of the Nextel-licensed White Space. 

The second spreadsheet shows Nextel-licensed or Nextel-leased Geographic 
Service Area (“GSA”) licenses. Each sheet shows the GSAs within each BTA. Each 
sheet shows the GSA call signs, licensee names, transmitter locations, and channel 
numbers. The column ON shows the population of a “Nextel Owned” license. The 
column LN shows the population of a “Nextel Leased” license. 

All BTA and GSA licenses are geographic area licenses. Transmitter locations 
may be anywhere within the geographic license area of the license. 

REDACTED - FOR PUBLIC INSPECTION 
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Appendix 23-A 

List of Nextel Leased and Owned Licenses for the 17 Markets 

Excel spreadsheet - provided electronically 

REDACTED IN FULL 
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Appendix 23-B 

Nextel Leases 

Provided in separate Volumes 1-3 

REDACTED IN FULL 
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FCC INTERROGATORY NO, 24 

24. Paragraph 13 of the Rowley & Finch Declaration states “Sprint’s and Nextel’s 
combined spectrum portfolio provides the necessa y scale to justifi the 
substantial research, deployment, implementation, and operational costs required 
to make use of the band. ’I 

F 

P 

a. 

b. 

C. 

Response: 

Given the deployments and technology trials described in Paragraphs 14 
through 21 of the Rowley &Finch Declaration, explain why, in the 
absence of the merger, Sprint or Nextel would not proceed with research 
and deployment of technology and services in the 2.5 GHz band. 

Describe, as specifically as possible, how the merger would allow the 
merged entity to develop services using the 2.5 GHz band. 

Provide the best available estimate as to when, ifthe merger takes place, 
the parties would anticipate offering their combined coverage area. 

a. In the event the Commission approves the proposed merger, Sprint and Nextel 
intend to use the 2.5 GHz spectrum to deploy high-speed wireless interactive 
multimedia services (“WIMS”) and many other associated wireless services, 
such as fixed wireless backhaul. In order to successfully deploy a video- 
centric, two-way communications service, such as WIMS, Sprint Nextel will 
require facilities-based investment, long-term staying power, and a great deal 
of broadband capacity. As Sprint and Nextel explained in their Application 
(p. 47), [olne of the principal benefits of the merger is the creation of a nearly 
nationwide footprint in the 2.5 GHz band.” If the merger did not occur, Nextel 
by itself would lack the near-nationwide footprint and the scale of spectrum 
necessary - in essence, the “critical mass” - to justify the substantial research, 
development, implementation, and operational costs required to make use of 
the band in this manner. Standing alone, Nextel llkewise would have a 
substantially smaller customer base over which to amortize its costs, 
particularly research and development costs associated with this spectrum and 
to earn a reasonable return. Absent the nationwide footprint and spectrum 
scale that the merger would produce, the technical impediments that 
historically have frustrated efforts to develop this spectrum would be even 
more formidable than those the merged company will confront. Moreover, 
without the merger, Nextel also might be unable to achieve the scale 
necessary to attract significant technology investment from major vendors. In 
that circumstance, there would likely be no common technology used across a 
sufficient portion of the 2.5 GHz band. As a result, consumers might be 
unable to receive the same services throughout the country on their laptop 
computers, PDAs, or other wireless devices. As noted in the Application (p. 

REDACTED - FOR PUBLIC INSPECTION 
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48), “[tlo build national footprints individually, Sprint and Nextel would have 

. . . an expensive piecemeal strategy with significant transaction costs.” 

Furthermore, as stated previously in this proceeding, in the absence of a 
merger, Sprint and Nextel could not achieve the necessary scale and 
development synergies through a joint venture. The companies explored a 
joint effort to develop services for the BRS band but for a number of 
significant reasons were unable to advance to a mutually agreeable 
arrangement. 

The lack of a merger will also affect the comprehensive band reconfiguration 
in the 2.5 GHz band. Under the proponent-driven transition process for the 
2.5 GHz band, Sprint and Nextel will likely bear primary responsibility for 
implementing and funding this band reconfiguration in much of the nation. 
Without a nationwide footprint, Nextel will only be able to be a band 
“proponent” in areas where it has spectrum holdings and will not be in 
position to accelerate the migration of this band from its current configuration 
to the modernized band plan. 

See Sprint’s Response to Request for Information 26(b). 

See Sprint’s Response to Request for Information 26(c). 

been forced to acquire more spectrum through auctions, leases, or purchases 

b. 

c. 

REDACTED - FOR PUBLIC INSPECTION 
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r 

r 

FCC INTERROGATORY NO. 25 

25. Using the BRS data summarized in Attachment I to Attachment E, compute for 
each BTA the following additional statistic, which may be viewed as the Average 
Bandwidth controlled by license or lease. 

Divide the merged entities total MHz-pops (licensedplus leased) by the total 
population covered by at least one license or lease in the BTA. 

Response: 

The requested analysis for each Basic Trading Area (BTA) is attached as 
Appendix 25-A. Upon clarification from FCC staff, Nextel and Sprint derived the 
statistic for each BTA by dividing the total number of MHz-pops that Sprint Nextel 
licenses and leases cover in each of the nation’s 493 BTAs by the total population of that 
BTA.’ Developing the “average bandwidth” required no new information from the 
applicants and is derived from information previously provided to the Commission. The 
attached information represents another way of expressing the same MHz-pops 
information that Sprint and Nextel previously provided. 

As with the MHz-pops data, statistics for average bandwidth greatly overstate the 
actual 2.5 GHz bandwidth that Sprint and Nextel hold through licenses or leases in any 
given BTA. Sprint and Nextel have previously described the myriad ways in which 
aggregate data - whether expressed in MHz- ops or “average bandwidth” - exaggerate 
the combined company’s spectrum position. Without recounting all ofthe deficiencies 
here, three principal issues cause a persistent overstatement of the combined company’s 
actual holdings in the 2.5 GHz band. 

? .  

First, the forty-year licensing history of the 2.5 GHz band has left a legacy of 
irregularly shaped and non-contiguous geographic service areas for each BTA. The 2.5 
GHz band is comprised of thirty-three channels, each of which can have its own unique 
geographic service license. To acquire sufficient spectrum positions in the 2.5 GHz band, 
carriers must “layer” their irregularly shaped geographic licenses and leases across 
multiple channels because not all of the licensees or leases that a carrier holds permit 
service to the same locations. A composite view of the unique geographic locations of 
each of the combined company’s licenses or leases withm each of the thirty-three 
channels would show different levels of spectrum in specific locations depending on how 

The analysis provided herein is consistent with further discussions among Sprint, Nextel, and FCC I 

officials. See Ex Parte letter from David Don, Willkie Farr & Gallagher to Marlene Dortch, FCC, WT 
Docket No. 05-63 (May 6,2005). 

Applications ofNextel Communications, Inc.. Transferor, and Sprint Corporation. Transferee, for 
Consent to the Transfer of Control of Entities Holding Commission Licenses and Authorizations Pursuant 
to Sections 214 and 310(d) of the Communications Act, WT Docket No. 05-63, Application, Attachment E, 
Joint Declaration of Todd Rowley and Robert Finch (filed Feb. 8,2005). 

2 
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many irregularly shaped channels are controlled in any given square mile or two. 
Statistical averages mask this patchwork quilt of irregular license areas and coverage 
“holes,” which greatly exaggerates the ability of a licensee to make practical use of this 
spectrum. 

Second, the majority of the spectrum that a combined Sprint Nextel would hold in 
the 2.5 GHz band is leased, not licensed, because more than sixty percent of the 2.5 GHz 
spectrum is ineligible for commercial licensing. By fully attributing all leases to Sprint 
Nextel, the analysis over-attributes the number of megahertz that Sprint Nextel would 
actually control. EBS leases, for example, are subject to Commission-mandated 
minimum educational programming requirements and some EBS licensees use 
substantially more of their licensed EBS spectrum than the Commission-mandated 
minimums require; therefore, lessees of EBS spectrum cannot use all ofthe megahertz 
that an EBS licensee can. Similarly, some of the EBS leases to which Sprint and Nextel 
are a party prohibit the lessee from providing anything other than one-way or video 
service. Moreover, Sprint Nextel will need to negotiate a large number of new leases 
with BRS and EBS license incumbents on the open market and must continuously 
negotiate renewals of existing leases that are already in place. In addition, a substantial 
number of the existing leases that Sprint and Nextel hold will expire within the next three 
years, which will afford other prospective operators new opportunities to acquire 
spectrum lease interests in the 2.5 GHz band on the open market. Aggressive 
competition for EBS and BRS leasing opportunities is occurring today. 

Third, the 2.5 GHz band suffers from a variety of technical constraints, some r 
intrinsic to the band and others a result of the licensing regime. For example, the effects 
of signal attenuation in the 2.5 GHz band compared to lower frequency ranges will 
require 2.5 GHz licensees to develop their own network deployment plans, and identify 
and secure their own costly transmitter locations. Service providers will need to either 
construct more infrastructure than would be necessary in lower frequency bands, or cover 
less territory than would be possible using lower frequency bands. In addition the 
Commission’s licensing regime for the 2.5 GHz spectrum permits both frequency 
division duplex (FDD) and time division duplex (TDD) technologies to operate in the 2.5 
GHz band. When used in proximity, each technical interface must operate under certain 
constraints to ensure operations do not cause harmful interference. Unlike the situation in 
many other bands, moreover, no common control channels, standardized emission 
characteristics, and other common performance measurements exist for the 2.5 GHz 
band? 

In short, the 2.5 GHz band has a number of licensing, eligibility, and technical 
impediments that complicate the accuracy and usefulness of any measure of average 
spectrum holdings. The Commission, however, long ago recognized the inherent 

Additional limitations, such as the need to preserve the Middle Band Segment of the 2.5 GHz 
band primarily for high-site, high power video operations through the use of guard bands and other 
measures, are discussed in Attachment E of the original Sprint-Nextel merger application. See, e.g., id 

1 

r- 122. 
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r 

r- 

deficiencies of the 2.5 GHz band and has never prevented a carrier from acquiring and 
holding substantial license and leasehold interests in the band: BellSouth Corporation 
(BellSouth), which jointly owns Cingular Wireless Corporation with SBC 
Communications h c .  (SBC), is a major holder of 2.5 GHz licenses and leases with 
interests rivaling or exceeding those that a combined Sprint Nextel would have in some 
BTAs. Based on an analysis of BellSouth’s license and leasehold interests in the 2.5 
GHz band, BellSouth has an average bandwidth of more than 190 MHz in the Lakeland- 
Winter Haven, Florida BTA, more than 161 MHz in the Atlanta, Georgia BTA, and more 
than 128 MHz in the Orlando, Florida BTA.’ All told, BellSouth is believed to hold BRS 
or EBS licenses or leases in approximately 29 BTAs. Weighted by population, 
BellSouth’s cumulative “average bandwidth” measurement in these BTAs is 89 MHz.6 A 
similar analysis performed for the combined holdings of Sprint and Nextel shows that the 
combined company would have an “average bandwidth” of 97 MHz weighted by 
population in the BTAs in which it will have licenses or leases. 

In the case of Sprint Nextel, the combination of these companies’ 2.5 GHz 
spectrum portfolios generally does not increase the amount of spectrum - licensed or 
leased - that the combined company would have in a given area above the amount 
currently available to either company. In the few BTAs in which both Sprint and Nextel 
hold spectrum, the company with the smaller spectrum position generally has an 
inconsequential holding. As shown first in the MHz-pops analysis and demonstrated 
again in the “average bandwidth” statistics presented here, combining Sprint’s and 
Nextel’s spectrum holdings does not materially increase the companies’ spectrum rights 
in any given market because the two companies generally do not hold licenses or leases 
in the same geographic areas. Indeed, in 412 of the nation’s 493 BTAs, the merger does 
nothing to change the combined company’s 2.5 GHz “average bandwidth” position. In 
sixty-five additional BTAs, the increase in “average bandwidth” is less than the 
equivalent of four BRS channels -with the majority of these BTAs increased as a result 
of the merger by less than one megahertz. The merger increases the “average 
bandwidth” by more than four BRS channels in only fifteen out of nation’s 493 BTAs. 
Whether measured by MHz-pops as in the original application or in average bandwidth as 
presented here, combining Sprint’s and Nextel’s spectrum holdings does not materially 
increase the companies’ spectrum rights in any given market because the two companies 
generally do not hold licenses or leases in the same geographic areas. 

A table showing the Sprint Nextel average bandwidth statistic for each Basic 
Trading Area (BTA) is attached.’ 

See, e.g., Applicationr ofAT&T Wireless Services, Inc. and Cingular Wireless Corporation For 4 

Consent to Transfer of Control of Licenses and Authorizations, Memorandum Opinion and Order, 19 FCC 
Rcd 21522 (2004) (Cingular Order). 

See Appendix 25-A (attached) 

Other operators in the band with significant license and leasehold interests include Watch TV, 

5 

6 

Lima, O H  Sioux Valley Wireless DBA Sioux Rural TV, Sioux Falls, SD; Winbeam, Erie PA, Harrisburg, 
PA, CommSpeed, Prescott, AZ; Pu~alowski, Bad Axe, MI; WHTV, Puerto Rico. 

See Appendix 25-B (attached). 7 

REDACTED -FOR PUBLIC INSPECTION 



Sprint-Nextel Merger 
Response to Request for Information 

Page 4 of 5 

Appendix 25-A 

BellSouth BRS-EBS Chart 
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Appendix 25-B 

Nextel BRS-EBS Spectrum Chart 
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FCC INTERROGATORY NO. 26 

Page 6 of the Public Interest Statement states that “[dn the near term, the 
company could work with its vendors to develop a multi-mode phone that will 
allow customers access to iDEN and CDMA networks of the merged company.” 
Is such development planned or in progress? rfso, provide data on technical 
feasibility, time to market, size and weight, operating system, and possible 
applications of this dual-mode phone. 

26. 

Response: 

REDACTED IN FULL 
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FCC INTERROGATORY NO. 27 

27. How would the merger affect the merged entity$ ability to comply with the 
requirement that ninety-five percent of its wireless service subscribers have 
location-capable hanhets by December 31, 2005 (see 47 C.F.R. Section 
20.18(g)(l)(v)), particularly in light of representations by Nextel in its quarterly 
reports that it may not be able to meet the requirement? 

Response: 

Both Nextel and Sprint have demonstrated a strong commitment to public safety 
and the implementation of the Enhanced 91 1 (“E91 1”) mandate, including the obligation 
to reach 95% penetration of A-GPS handsets in their existing subscriber bases. Nextel 
has devoted substantial resources to E91 1 and has deployed 868 public safety answering 
points (“PSAPs”) with Phase I1 E91 1 service. All new handsets providing interconnected 
voice service that Nextel offers for sale are A-GPS capable and Nextel actively markets 
these handsets’ location capabilities and takes special steps to put these A-GPS 
compatible phones into the hands of its subscribers.’ 

Sprint was the only wireless carrier to begin selling GPS-enabled devices by the 
Commission’s original October 1,2001 deadline and effectively reached 100% of new 
activations by June 30,2003. Sprint has offered more than forty different GPS enabled 
models. See Sprint Quarterly Report filings. As reported in Sprint’s May 2,2005 report, 
since October 2001, it has distributed over 37 million GPS-enabled handsets. Sprint has 
deployed Phase I1 E91 1 services to over 1,591 PSAPs to date. 

r 
The fact of the merger itself will not affect the merged Sprint Nextel’s ability to 

comply with the Commission’s December 31,2005,95% compliance deadline. Each 
company has chosen a handset-based solution to comply with the Commission’s E91 1 
Phase I1 rules, and all of each company’s new activations for interconnected voice service 
are GPS enabled. Each company markets its entire portfolio of GPS-enabled units 
aggressively, and each company has upgrade programs in place to encourage and 
incentivize existing customers to replace their older, non-A-GPS handsets. These facts 
will not change after the companies merge. 

The combination of these two entities will result in the continuation of their 
demonstrated commitment in this area. Indeed, it is reasonable to assume that the merger 
may in fact prove affirmatively helpll. The merger is expected to result in quicker 
deployment of new technologies and services, thus making new handsets more attractive 
and increasing chum of older handsets. The marketing of services between the two 
companies may also generate greater crossover of existing customers, and as a result, the 
greater sale of new GPS-enabled handsets on both networks. Finally, the sales 
momentum of both entities is expected to increase with increased scale, resulting in more 

As described further below, Nextel in the last year undertook unprecedented steps to I 

remedy a latent software problem affecting millions of GPS-capable handsets. I‘- 

REDACTED - FOR PUBLIC INSPECTION 
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new customers purchasing GPS enabled devices. All of these potential consequences of 
the merger would have a positive impact on the overall GPS handset penetration rate of 
both companies 

r 
Nextel has placed the Commission on notice that it likely will not be able to 

comply with the 95% benchmark, in part due to its very low chum rates, but primarily 
due to the GPS software glitch that affected millions of A-GPS-capable Nextel handsets 
last summer. See Nextel Communications, Inc. Phase I and Phase I1 E91 1 Quarterly 
Report, CC Docket No. 94-102, at 5-7,10-11 (May 2,2005). See also Nextel 
Communications, Inc. Phase I and Phase I1 E91 1 Quarterly Report, CC Docket No. 94- 
102, at 5-7, 12 (Feb. 1,2005). 

On July 17,2004, several million of Nextel’s A-GPS capable handsets, already in 
customers’ hands, suddenly ceased transmitting E91 1 Phase I1 location information. A 
latent problem in the software of these handsets as they were originally provided to 
Nextel from Motorola rendered all A-GPS services-including transmission of location 
information to Phase I1 capable PSAPs - unusable as of midnight, Greenwich Mean 
Time, July 18. The software problem either directly or indirectly affected all of Nextel’s 
A-GPS capable handsets. Nextel, overnight, went from having approximately 4.9 million 
active Phase 11-compliant handsets to zero active Phase 11-compliant handsets. 

As soon as it discovered the software glitch on July 19,2004, Nextel’s sole 
handset vendor, Motorola, notified Nextel of the software problem affecting Motorola 
i205, i305, i530, i710, i730, i733, i736, and is30 handsets. This software was wholly 
developed by Motorola, with no input from Nextel short of ensuring that the handsets 
comply with the Commission’s E91 1 Phase I1 location rules. Thus, the glitch was 
entirely outside of Nextel’s control. 

r 

The permanent solution to this A-GPS software problem required a two-part fix: 
(1) an upgrade to Nextel’s network, and (2) new software in all affected A-GPS handsets, 
as well as the i58sr and iSSs model handsets that had not been directly impacted by the 
glitch? Although Nextel’s network was still fully capable of transmitting Phase I1 
location information to Phase 11-capable PSAPs, Nextel had to make changes to its 
network so it could distinguish between calls placed from handsets without updated 
software and handsets with updated software. This network update re-enabled the 
transmission of latitude and longitude to Phase I1 deployed PSAPs and was successfully 
deployed in Nextel’s network on July 25,2004, just six days after discovery of the glitch. 

The second part of the solution required updating the Motorola software in the 
affected handsets, including those already in customers’ hands as well as those in 
Nextel’s and Motorola’s inventories. To address this phase of the fix, which requires 
“touching” each affected handset, Nextel and Motorola embarked on an unprecedented 

~~ 

The network upgrade that allowed the network to differentiate between handsets with old versus 2 

(- new sohare  requires that Nextel also upgrade the s o h a r e  in its i5Xsr and iXXs A-GPS handsets, even 
though they were not directly impacted by the A-GPS software defect. 

REDACTED -FOR PUBLIC INSPECTION 



Sprint-Nextel Merger 
Response to Request for Informarion 

Page 3 of 4 

campaign to upgrade handset software in millions of handsets as quickly as possible. 
First, Motorola had to develop a unique software fix for each model of affected handset 
Motorola focused initial efforts on those handsets most widely used by our customers. 
Quite literally the day after a new software patch was developed and tested, Nextel and 
Motorola employees began reflashing those handsets over which they exercised control 
(e.g., handsets at Nextel's distribution centers). 

rf- 

To reach those handsets already in customers' hands, Nextel and Motorola have 
undertaken unprecedented efforts to encourage customers to upgrade their software. In 
fact, Nextel has significantly changed its business practices in order to "touch" as many 
customers affected by the A-GPS software glitch as possible. For example, any customer 
may walk in to any Nextel store and ask that his or her handset be reflashed with new 
software on the spot. Any customer who walks into a Nextel store or authorized dealer, 
for any reason, can have updated software reflashed onto his or her handset. Nextel's 
large corporate customers received sofhvare upgrades on site. Additionally, Nextel's 
web site provides customers with instructions on self-reflashing their handsets at no 
charge. Whenever a customer calls Nextel's customer care number, for whatever reason, 
he or she is urged to reflash their handset. All handset reflashing services are offered free 
of charge to Nextel's customers. 

Most significantly, Nextel and Motorola have completed mailing self-reflash kits 
consisting of a CD-ROM and data cable to all customers with affected handsets, enabling 
customers to reflash their handsets at their home or office at no charge, with no need to 
visit a Nextel store or service center. To further incentivize customer reflashing, 
customers who reflashed equipment prior to March 31,2005, were entered into a 
sweepstakes with over 5,000 prizes, ranging from $20 Nextel credits to Cadillac 
Escalades. To Nextel's knowledge, such an effort to reach out directly to all affected 
customers is unprecedented in this - or any - industry. Indeed, even in the automotive 
industry, the typical practice is to send a letter to customers requesting that they bring 
their car to a dealership to fix. Nextel and Motorola have gone far beyond this effort, 
touching every customer with an affected handset and providing them with the tools 
necessary to fix their handsets themselves. The merged entity will also consider 
additional options for reflashing these A-GPS iDEN handsets andor upgrading them to 
new A-GPS capable units. 

T 

Although Nextel and its vendor Motorola have expended and continue to expend 
significant efforts to convince our customers to update their handsets, it simply would he 
impossible to go from 0% penetration to 95% penetration in the mere 17 months between 
July 17,2004, and December 3 1,2005. Nextel's merger with Sprint, however makes this 
no more or less of a challenge. Nextel remains committed to selling only A-GPS capable 
handsets and to deploying Phase I1 PSAPs as soon as possible so Nextel customers using 
A-GPS-capable handsets can enjoy the benefits that E91 1 Phase 11 service is capable of 
providing them. 

Finally, Sprint and Nextel agree that certain customers may simply choose not to 
,P abandon functioning handsets. Nonetheless, current predictions show that the vast 
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majority of handsets in use by Sprint Nextel’s customers will be GPS capable by 
December 3 1,2005. As they have in the past, Nextel and Sprint commit to keeping the 
Commission informed of their current rate of GPS-enabled handset penetration over the 
coming weeks and months. 
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28 



FCC INTERROGATORY NO. 28 
28. Page 61 of the Public Interest Statement claims that the merger would not affect Sprint’s 

and Nextels compliance activities regarding E91 1 and CALEA obligations and may, in 
fact, further their efforts. Provide information to substantiate that claim. 

Response: 

See Sprint’s Response to Request for Information 30. 

,,-- 

REDACTED - FOR PUBLIC INSPECTION 



29 



FCC INTERROGATORY NO. 29 
29. Please explain how the asserted synergies resultingfiom the proposed merger 

would likely affect national security and homeland defense. 

Response: 

See Sprint's Response to Request for Information 3 1. 
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